Export-promotion policies as a superior development strategy for semi-industrialized countries (SICs) have found support in the statistically significant correlations established between export expansion and output growth. This positive export-GDP association is often attributed to the possible externalities of competition in world markets -e.g., efficiency of resource allocation, economies of scale, and various "demonstration" effects.
Introduction
In recent years, export-promotion policies have been strongly advocated as a superior development strategy for semi-industrialized countries (SICs).
Part of the empirical support for this policy conclusion has been provided by the statistically significant correlations found between export expansion and output growth [see, for
example, Michalopoulos and Jay (1973) , Michaely (1977) , Balassa (1973 and 1985) , Tyler (1981) , Feder (1982) , and Kavousi (1984) ]. This function is then linearized in terms of growth rates and estimated with and without the export variable. However, as it has long been recognized in the literature, the results of such a model are likely to suffer from a simultaneity bias, since export growth itself may be a function of the increases in output supply [Jung and Marshall, 1985] ,
In this paper, we deal with this simultaneity bias by specifying a second equation that relates export growth to output increases as well as to the shifts in the determinants of the export-output ratio.
The two-equation system of GDP and export growth models is then estimated simultaneously. 
where F is the production function. Note that if all imports are final goods, the production function may be written as
In this case, G = ( 
According to (1) the growth rate of the constant-price GDP is given by Feder (1982) :
where a' and g are constant parameters. Equation (8) Kavousi (1984) and Balassa (1985) ].
One way to model this effect is to consider y ai» a function of t , which can be linearly approximated as
The above hypothesis implies that y > 0.
To specify the import terra in (7) Estimates of two different versions of equation (14) -with and without area variables -are presented in Table 1 for average import-GDP ratios in three time periods-1960-1981 , 1960-1973, and 1973-1981. The GDP data used for the [1960] [1961] [1962] [1963] [1964] [1965] [1966] [1967] [1968] [1969] [1970] [1971] [1972] [1973] period is that of 1965 provided by Syrquin and Chenery (1975) and for the [1973] [1974] [1975] [1976] [1977] [1978] [1979] [1980] [1981] Equation (7) is now fully parameterized. By substituting from (8)- (13) we can summarize equation (7) as (15) III.
The Estimation Results Eaton and Gersovitz (1980) Kavousi (1984) and Balassa (1985) suggest. Feder (1982) and Balassa (1985) , that the externality ef- subperiods 1960-1973 and 1973-1981 are presented in 
Conclusion
In evaluating the role of export expansion in the growth performance of serai-industrialized countries, the first and foremost purpose -17-of exports (i.e., provision of foreign exchange for imports) has been neglected and too much emphasis has been placed on the externality effects of competing in world markets. While the latter effects may carry some weight of their own, we have found that the major contribution of exports to the GDP growth rate is to relieve the import shortage that many SICs confront. Once the import supply effect of exports has been taken into account, there does not seem to be any significant externality effect left. Moreover, contrary to a number of previous studies, increases in the share of manufactured goods among exports do not seem to help the export externality effect.
Gross distortions in the factor and product markets of the manufacturing sector in many SICs may indeed have cancelled out any external economies of participation in world markets.
In this study the relative import shortage of each country is defined as the discrepancy between the actual and "expected" import-GDP ratio of that country.
To specify the expected import-GDP ratio, we ran a cross-country regression of import-GDP ratios on logs of GDP per capita, labor force, area, and squares of these logs. The area variables, which have been left out of previous studies of trade patterns, proved to be the most significant explanatory variables with highly negative effects on the import-GDP ratio. Dominican Republic, Ecuador, Egypt, Guatemala, India, Ivory Coast, Kenya, Morroco, Peru, PhilLipines, Syria, Thailand, and Tunisia.
Four major oil exporters -namely, Venezuela, Iran, Iraq, and Algeria -also fit into the above definitions, but they were excluded as special cases.
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Note that many imported final goods also need some processing and handling by the service sector.
In particular, commodities such as grains should be considered as intermediate goods since they have to be processed before final consumption.
Alternatively, we may write ra = x + b, where b is the rate of change in trade deficit, and then test to see whether coefficients of x and b in the regression of the growth model are equal or not.
As mentioned above, most authors use the export growth rate on the right-hand side without multiplying it by the export share in GDP. As we have argued above, the impact of export expansion on GDP growth rate is expected to be related to the significance of exports in the national economy.
Our model here is similar to that of Feder (1982) As in Kavousi (1984) , we tested the difference between high and low income countries in this respect. However, the difference did not prove significant and the net effect of the share of manufactured exports remained negative for both groups. Also see Heller and Porter (1978) •3 a.' 
